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Samah hen tt aia aya aLieraeaaeaniineiinca earn aetioee Te Te OL Uo bene 


It is with great pleasure that | present our first annual report. 


Industrial Growth Management Limited (formerly Industrial Growth Fund Limited) was incorporated 

on July 21, 1967 as a management company designed to manage pools of capital both on a fee basis 
and for its own account. As a result IGM manages the funds of a public open-end mutual fund and 
invests its own surplus funds primarily in younger companies where considerable growth potential exists 
and where the business and financial experience of the IGM management can be of benefit. 


IGM was managed as a private company until March 1969 when shares were sold to the public 
(60,000 common shares at $7.00). A further financing was completed in June 1969 resulting in the 
sale of 30,000 shares of common stock for $500,000 ($16.67 per share) and $400,000 of 5% 
convertible debentures. This latter financing was arranged privately. As of January 31, 1970, 
approximately 80% of the total outstanding common shares were held by the existing management 
as is all of the $9 million 7% preferred stock issue (on which instance preferred dividends have been 
waived by the holder for 10 years). Therefore, the degree of public ownership in the company is still 

a distinct minority with the management still maintaining significant holdings. 


The primary purpose of selling shares to the public was to establish the company in the investment 
community and in the public eye in order to facilitate the company’s business interests. It was 
apparent from our experience that a public company has more investment opportunities presented 

to it, and also, peculiar to our business, a public company is able to obtain a greater investor following. 
These factors would be of advantage when some of IGM’s private investments reach the public 
ownership stage. Therefore, at this stage of the company’s development, it was felt that some 

public interest would best serve the company’s purposes. 


The first fiscal year has been devoted primarily to making the operational transition from a private to a 
public company and in investing surplus funds. As a private concern, a large percentage of the 
surplus funds were concentrated in few companies. Although some imbalances still exist, steps have 
been taken to obtain a greater degree of diversification. In addition to the planned changes in the 
portfolio, standards for evaluating new investments had to be developed as 1969 resulted in an 
abnormally large number of investment proposals being presented, undoubtedly due to both the 
awareness of IGM as a source of financing and the growing tight money situation which tended 

to eliminate other more traditional sources of financing. These standards were developed with the 
view of investing in ventures via an instrument which would offer an annual return and security 

in addition to giving IGM an equity interest. The major problem of IGM as a private company was 
that it held too large a percentage of its assets in non-yielding securities, thus resulting in a low 
annual cash flow for the company. Therefore, all new investments have been made with these standards 
in mind and over the next few years greater priority will be given to increasing the annual cash flow 
of IGM while obtaining a greater degree of diversification in the portfolio. 


For the fiscal year ended January 31, 1970 net earnings were $188,131 or $.57 per share. As the 
non-yielding sector of the portfolio is gradually converted to yield instruments with equity attached, 
earnings per share should experience a gradual increase. 


In summary, | wish to point out that we have undertaken to build a successful Canadian corporation 
based on sound principles long practiced by the successful managers of money in other nations 
through many generations. We are particularly aware of the need for such a role in a newly developing 
and rapidly growing nation such as Canada. The extraordinarily favourable business conditions of the 
past decade have resulted in the birth of many industries and businesses. The job during the next 
decade will be to insure that these businesses are allowed to mature into stable and consistently 
successful corporations. IGM is prepared to assist in this process of development and therefore profit 
from the successful progress of young companies. 

Respectfully, 


AUGUST 13, 1970 R. C. W. MAURAN, 
President 


on the behalf of the Board of Directors 


DESCRIPTION OF SOME 
PRINCIPAL INVESTMENTS 


Canadian Reserve Investors Limited 


This company is a holding company with its principal asset being a 100% interest in the common 
shares of Reliable Life Insurance Company, a Hamilton, Ontario based life insurance company. IGM first 
invested in Canadian Reserve in 1968 after searching the Canadian industry for a suitable vehicle as an 
entry into this industry. Canadian Reserve then purchased a 37% interest in Reliable Life as of year-end 
1969, assisted by a further financing by IGM. During early 1970, Canadian Reserve acquired in exchange 
for its common shares the balance of the outstanding shares of Reliable Life not already held. This acqui- 
sition is the first step in Canadian Reserve's plans to build a one stop financial service which could ulti- 
mately include life insurance, general insurance and mutual funds. If all its equity holdings were fully 
converted, IGM would hold 19% of the then outstanding common shares of Canadian Reserve. With 
Reliable Life having shown considerable growth over the past three years and the future outlook being 
favourable, it is expected that a public market for the shares of Canadian Reserve will be effected dur- 
ing 1970, which should tangibly indicate the growth in IGM'’s original investment. 


Grissol Foods Limited 


Grissol is a public company, listed on the Toronto and Montreal Stock Exchange, which is a successful 
manufacturer, packager and distributor of a large variety of food products which has exhibited a rate 
of growth far superior to the industry in which it operates. With the assistance of a $2 million financing 
by IGM, the Company during 1969 completed the purchase of Viau Limitée, a manufacturer of biscuits, 
chocolates, and candies; and Taillefer & Fils Inc., a private company which manufacturers and distributes 
prepared meat products. These acquisitions considerably enlarged the company’s base and are contribut- 
ing to increased profitability. The Company expects to show growth in the year ahead from both in- 
creased sales and from continued internal improvements in the recently acquired companies. We con- 
sider this one of our most stable yet rapidly growing investments and believe the foundation has now 
been laid for the emergence of a major company within its industry. 


Harvey’s Foods Limited 


Harvey's, a public company listed on the Toronto Stock Exchange, is one of the leading Canadian ‘‘fast- 
food” franchising companies operating under the well known names of ‘“‘Harvey’s” and ‘Swiss Chalet 
Bar-B-Q’’. Your management was one of the founding investors in this successful young company and 
holds various forms of Harvey's securities. Fiscal 1970 proved to be a difficult year for the Company as 
the capital markets prevented adequate financing which would have continued the rapid expansion pro- 
gramme followed during the past few years. The Company rejected several financing proposals because 
of their cost and ultimate dilution to the common shareholders and it is the Company's view, with which 
we concur, that the business has now been built up to a point where continued expansion at prohibitive 
cost could jeopardize the company’s strength in later years. Thus it has been decided to continue to run 
the current stores (in excess of 90 locations) on an efficient basis and to keep new openings in line 
with internal cash flow until financing can be arranged on a sound basis. 

We continue to believe that the industry is sound and that the company’s competitive position within 
the industry is strong. However, the stock price continues to reflect the somewhat irrational behavior of 
the franchising group of stocks. We note that up until early 1968 it was difficult to interest any investor 
in a so-called “hot-dog” stand company. Then the U.S. counterparts became market favourities and the 
stock became so popular that it sold at an excessive price-earnings ratio throughout 1968. Then during 
1969, the group lost favour and currently the stock sells below book value. We feel that it will be better 
for both the Company and its shareholders when the shares begin to reflect more rational behavior 
Sa with assets and earnings growth which are expected to be gradually favourable over the longer 
erm. 


Industrial Growth Fund 


IGM has the exclusive management contract to manage the assets of the Industrial Growth Fund, an 
open-end mutual fund when began in 1968. With assets of approximately $4.0 million, IGM is able to make 
a profit in managing these funds and considerable leverage exists as assets under administration 
grow. The fund was started too late to experience any exceptional infusion of public funds during the 
great popularity for mutual funds in 1967-68 but has likewise avoided any redemption problems during the 
weak markets of 1969-70. Particular emphasis has been laid on managing the funds of other organizations 


such as pension funds and we feel this area offers considerable potential. The fund's record for its 
22 years of operation is superior to the market averages and above-average within its industry. We 
believe we are building a record of capable money management which will gradually result in increased 
assets under administration. We continue to feel that the profitability outlook in this area is favourable. 


Knogo Corp. (New York) — Knogo Corporation Limited 


The Knogo anti-pilferage detection system is a revolutionary new product aimed at preventing shop lift- 
ing. Designed for department stores and other retail outlets, the Knogo system is based on a small 
electronic wafer, which is attached to every garment and may only be removed by means of a special 
cutting machine at the time of purchase. If the merchandise is taken from the department store with 
the wafer still attached, an electronic beam is broken, thereby sounding an alarm which activates a 
warning signal. Reports from users indicate that the KNOGO system has had a significant effect in cutting 
down on store pilferage. Users in the United States have been operating the KNOGO system for up 
to 3 years. We feel this is a technically feasible system which offers major growth potential. The direct 
benefit to the merchandiser is that it attacks a major problem in the retailing industry and, if success- 
ful, is likely to penetrate the entire industry. 


IGM entered this situation by financing the U.S. company in early 1969 via a $500,000 (U.S.) 6% deben- 
ture convertible into a 10% equity interest in the U.S. company and for this financing IGM received 
the exclusive Canadian, Commonwealth, and German franchise rights for the production and distribu- 
tion of the KNOGO system. The U.S. company developed the product over 3 years ago and began to 
directly market the product in 1969. Sales are proceeding well and a franchise sales programme was 
recently started. Now that profitability has been achieved, there exists the possibility that the manage- 
ment may choose to do a public financing during 1970. In such an event IGM’s investment would be 
tangibly worth more. Otherwise, the debenture remains well secured with growth expected during the 
next few years. 


The Canadian company — KNOGO Corporation Limited — was started in 1969 and began marketing the 
product in Canada in the fall of 1969. Initial sales response has been satisfactory and the results from 
the early customers indicate substantial benefit in reducing pilferage. The Canadian company sold 
shares to the public in March 1970 which yielded the Company approximately $600,000, enabling it to 
proceed with its manufacturing and marketing program adequately financed. IGM holds an important in- 
terest in the Canadian company. 


Although a completely new product which holds the inherent risks of any untried product, we feel the 
potential well justifies the risks and the initial progress in both companies has been satisfactory. 


Spretty Corporation Ltd. 


The investment in Spretty Corporation Ltd. was made in May 1969 at which time Spretty Corporation 
Ltd. acquired control of all outstanding shares of Tilly Manufacturing Ltd. (formerly Tillotson Rubber 


Comliadn: 


A high quality toy manufacturer since 1940, Tilly Manufacturing Ltd. is the largest Canadian manufac- 
turer of Latex baloons, beach balls, punch balls, and vinyl dolls and squeeze toys, distributed to large 
department stores and toy stores across Canada under trade mark ‘Tilly’. 


In January 1970 Tilly Manufacturing Ltd. acquired all the assets and the business of L. Tanguay Products 
Ltd. of Sherbrooke, Quebec, a subsidiary of The Oak Rubber Company, Ravenna, Ohio. L. Tanguay Pro- 
ducts Ltd. was engaged in balloon manufacturing, specializing in advertising balloons and in minted 
wrapped advertising toothpicks. All assets were moved to the plant of Tilly Manufacturing Ltd. in St. 
Johns, Que. 


This investment was made because of an attractive purchase price for a stable, profitable business. 
The prospects for future growth were enhanced by the attraction of an aggressive new management to 
replace the retiring management. Spretty is, at present, a wholly owned subsidiary of IGM offering good 
prospects for the enhancement of our investment. 


INDUSTRIAL GROWTH 
BALAN 


as at Janua 
ASSETS 
January 31 
Current Assets: Le 
Gashiand: bank deposit FeCelDts sen a eee ere einer ere ene eae ae $ 226,048 $ 220,930 
Short-term: commercial Notes s.r eicesteswceans eee nese: eee neem emer oe 2,494,261 
Serial debentures — amount due within One yea ............cecseeeesneeeeeneeeees 240,000 240,000 
Accrued interest and dividends receivable ...............:cesscceseccesecetereeeneeeeeees Di.cee 45,804 
Other accounts receivable, deposits and advances ..............cccccessseeeeeeeeees 6,915 31,988 
Totalmcurrentin assets: (5 2 Gas tastects aessstonocan scare maetete seated enna Re 530,185 3,032,983 
Investments, at cost 
Securities with quoted market value (market value — 
2921 BAD OBS OD Af inte cect eect acts c oes eras ec hone ee 1,486,359 520,000 
Securities without quoted market value (Note 2) wo... ccesscceeeseeeeeees 13,185,004 10,551,367 


INVESTMeMUIPFOPErty, set an ese EN 2g a Ue eee 92,656 — 
14,764,019 11,07 1,367 


Fixed assets, at cost 
less accumulated depreciation of $8,072 (1968 - $545) 20,641 2,180 


APPROVED ON BEHALF OF THE BOARD: 


R. C. W. MAURAN Director The notes to financial staten 


G. B. SUKORNYK Director 


ANAGEMENT LIMITED 


SHEET 


, 1970 


ire part 


January 31 
1969 


1970 


Current Liabilities: 


mecolntsepayablesand accrued WabilitiGS ci..-c5.scssseccoeecsecdececcessetveleeseueeenns $ 129,025 $ 425,232 
eOmentaxesyOavanle wie wrt a cls cl tey ai ee eM aie s amet Nils eee PCa 17,700 23,700 


TO COMCULTOME TAD IIAIG Sear es ace ence tntcreneeth arnt) site AETEe 100 a | 146,725 448 932 


5% Subordinated Sinking Fund Debentures, 


Bulemlanlar ves lve U0OJUNOEGUS)) ve atin ai eek ie eed ee ete rh eee en 4,000,000 4,000,000 
5% Convertible Subordinated Debentures due June 1, 1989 (Note 4) .......... 400,000 oo 
eo IVIOREG ACE) PAV ADI EY Je, cases ciosscdenses’saceessiadssoueesivastacsoa eucsstacTak eee eae E 16,955 
OCA ADI TKO Sine pee seas scgt 42s road eceses scuaesearoeetnetaescoaee ah tie ae ee 4,563,680 4,448,932 


SHAREHOLDERS’ EQUITY 


Capital Stock: 


Authorized — 
1,000,000 7% non-cumulative non-voting preference shares 
redeemable at par value of $10 each 
1,500,000 common shares without par value 


Issued and fully paid — 
OUOOV0; DreTErENnCe .SNaleS G.2.1,-.ccsccessueveoaree sw evomeveeteucrteegntcpiee sasots yrorattacr 9,000,000 9,000,000 
330,000 common shares (Notes 3, 4, 5, 6 and 7) 1,159,910 239,910 


se Vetere ed Lal HO) 1c La AP eT een, SOMEONE eC het ry rrer cirrer ch Teer tn rca 591,255 417,688 
10,751,165 9,657,598 
$15,314,845 $14,106,530 


of this statement. 


JANUARY 31, 1970 


Quoted 
Number Market 
of shares Cost Value 
Securities with quoted market value: 
Grissol Foods Limited, common Shares ........0..:...2+006-240+ 60,000 $420,000 $ 390,000 
Harvey's Foods Limited, common shares ..........0...:::i:2-2 81,700 562,779 388,075 
Industrial Growth Fund, mutual fund shares .................6 21,750 100,000 118,103 
Potter Distilleries Ltd.) commonrshareS accviea.cees cs sees 15,072 72,126 86,664 
Space-Pak International Ltd., common shares ...............+- 5,000 15,000 12,500 
Seaway Multi Corp., Class A, convertible 
DECTERECO ISI AUES: kei Anata chitaeterecetteruentendretcettrorncanitucen-paesce 20,000 98,954 87,000 
Rapid Data Systems & Equipment Ltd. 6%, cumulative, 
redeemable, convertible preferred shares. ................04 30,000 217,500 210,000 


$1,486,359 $1,292,342 


Par value 
or number 
of shares Cost 
Securities without quoted market value: 
Canadian Airlift Limited, common shares. ..................:-+-++- 15,000 $ 15,000 
Canadian Reserve Investors Ltd. 
COTMEIOMBS GRE Se eee ee sete a ene taveorceel canteen 119,680 $ 60,201 
% cumulative convertible non-voting 
DERE F CMC CMOIANe Serer ct csecrericcceciseriasuaeelee say atesaticecrdaemhactee 5,400 135,000 195,201 
Chateau Montlaberts COMMON SNARES. 5. ides. ccatavancdeosocteeses 500 4,400 
G. Gordon Symons Ltd. 
GOMMO ASM ake Sere ree eet Suir teaneat ures 160 1,600 
Cumulative redeemable preferred shares ...............::000- 800 8,000 9,600 
Grissol Foods Limited 
6% First Mortgage Bond due July 1, 1989 ............0.00.... $2,000,000 1,900,000 
DIKE POUIGHASOMWalralLGa beter cet ah a cree heck. asst ensorte 200,000 100,000 2,000,000 
Harvey’s Foods Limited (Note 2) 
7¥2% serial debentures, Series C due 
$20 O80 per month, tos March 311904... c.ccccecsaccece- tees se $ 300,000 300,000 
Less- due within one year, included in current assets $ 240,000 240,000 
$ 60,000 60,000 
A DER CETTIAN CV MLOLG Bar ceearunert cote eecec ines, rad aes fea oenchatnes $ 360,000 360,000 
52% cumulative reedemable first preference 
SHALES OCTIOSMAUME eka nce Miiet eae ne eke ee ee 10,000 500,000 
Second preference shares (convertible) 00... 8,400 4,659,225 
Series 2 (1967) share purchase warrants ..............0000 390,000 2,765,100 
Series 3 (1968) share purchase warrants ..............cc00000 30,000 212,700 
72% sinking fund debentures, Series A due 
PT Ino ies Gamemenrente se sets Chelan eh ie ler hk $ 45,000 45,000 
82% convertible debentures, Series D 
due fetes ti Ses, oC. ISN MN eS ann TEE NT A me $ 205,000 205,000 8,807,025 
Helix Investments Ltd. 
CCOVN TAOS Pan CEM ED cones cbiccesvecssesandesuwcane, Ma cedecrelademnmerticns 10,000 10,000 
6% redeemable preferred Shares woe... .ccccccccceeecceeceeeees 10,000 100,000 110,000 
J. W. Colin = ac 
Second mortgage — due July 31, 1972 oo cceeceseeeeee 14,160 


Knogo Corporation Limited 


6% promissory note due September 10, 1974 .............. $ 90,000 $ 90,000 


OCS MIAN lO Let eae pete csc scae csc cele eta aan eee $ 67,500 67,500 
GORGES ATeS ere a te acs cece ees eee 92,000 47,431 
DITALGMDULCHASOMWVOLhaLG) idaeto scotch eae aes 255,000 25,500 $230,431 


Knogo Corporation (New York) 
6% debentures due May 15, 1979 (Note 8) U.S.$ 500,000 540,031 


or number 
of shares Cost 
Queensbury Syndicate 
Canitalter crete ee ce te net ae ile kana $ 3,600 
First. mortgage 70 due May 13,.4974 ences 540,000 
Less - portion of losses attributable to 
Industrial Growth Management Limited ...................... (10.769) $ 532,831 
Space-Pak International Ltd. 
Dae OuECMA SER WaOrGantS sect ecaorees cases ecco eacerenes cosceaeces 7,500 153225 
Spretty Corporation Ltd. 
COMMON MSMALCS teeters eta se eee eee ane ete 110 1,100 
5% non-cumulative, redeemable preference shares .... 5,100 510,000 511,100 
Rapid Data Systems & Equipment Ltd. 
7% subordinated notes (convertible) due 
SEOLEMD CRRA We iors mn be uate able cee Ue) ead $ 100,000 100,000 
Twin Richfield Oils Ltd. 
8% convertible debentures due June 30, 1974 .......... $ 100,000 99,000 
nate sDurchnaseuwarrantS tern x cif ee ee ee eee 10,000 1,000 100,000 
$13,185,004 
Investment Property: 
BOLIC Geet ere eee e nett si a ection eae Us ore eo $ 74,500 
ECUIPIN GI Upmectsesirase tensa maker eccremterts eae Tee Cue 9,750 
84,250 
ACCUMUALedmMGeDreClatlonie in crue eee ee eee ee 9,000 $ 75,250 
WET RLS) "C2 RN Mtr shia ia craa ae ret Rn oR aR ts aR a ta oe AT 17,406 
$ 92,656 


Par value 


STATEMENT OF SOURCE AND 
APPLICATION OF FUNDS 


Source of funds: 
Operations — 
Net income for the year 
Bie yel@etel Feld tela Ne rnhyta tates merry iin tent. inde mt ada PAS et Mites, nd soonest ecto i 
Gain on sale of investments 


meee meee eee e renee seer e esses sees ee ees eee see reese reseeeseseseess 


ISSUE, OFSCOMIMOMN: SNAKES iii sa tits. eorecesee sheets etek Sle ceca eset ee rete ere cs 
Issue of preference shares 
Issue of debentures 
NAOKI AGG cin, ctecce see er tia tec ccretetsa se ersaesuie teen eset ant Fe ceeeee Meteo eae ee 
Sales of investments 


Application of funds: 
Purchase POTcINVESTIMNGMtS. ice set cetera cc neeesccad. cette aah ee aaeeves SeEe ea ReMi. 
Acquisition of land, buildings and equipment 
Cost of share issue 


Increase (decrease) in funds for the year 


The notes to financial statements are part of these 


eet eeeee 


eee er ere Cree eee errr errr rere eee eee eee ey 


Year ended January 31 


1970 


$ 188,131 


hich 16,527 
69,789 
Sonar 920,000 
400,000 

16,955 


2,651,441 
4,058,185 


6,116,568 
127,644 
14,564 


6,258,776 
$(2,200,591) 


statements. 


(134,869) 


1969 


$ 417,688 
545 

(370,965) 
47,268 
239,900 
4,348,450 
4,000,000 


2,896,874 
11,532,492 


8,945,726 
2,L20 


8,948,451 
$2,584,041 


STATEMENT OF 
INCOME AND EXPENSES 


Year ended January 31 


1970 
Income: 
EEO R EGE eo aed peta aR A NS, UNO al ee Nec eee $318,507 $ 95,696 
DIVIC ENS UR Rae tee RARE re ice cee tac ceg Sek ae. Coors ete Rie any eR oe 56,617 22.812 
MBMAGONTOI ES TOSS Biss O te ee chicas eascatertee vd nea angen ae CIR Oza cee eet Ramee Meee ean 42,865 11,937 
SERVICE CCSw en. 6 se enh ema ieeste ae oke ls cle te, 0y We Bees Mee ae eee 5325 5,000 
423,314 135,445 
Expenses: 
INFERESTOMLION Gite rN CED eit tra curt era eteiee een a cccomtes nukes bese tena teemien geste 2ieiore 18,837 
IGOTIVG MILAN CS eae seks CUM aL Uey eae LAs We Rds min Law angh atts a0 St thane tL eet 47,109 23,700 
SSAUREIRD EG eh ctl aA CP AIA CES alee Cadet ted BREEN, Leto hace Scee nc ce Pete ane Ne ht ceneeae Mee 31,070 5,408 
ONCE ran da GeUehole te a Miccc eae ee ture Sine ner ass itor cha lesan sieree dfea ae tae aera 25,303 4,918 
PED FSCIATIO Ni ecrrteree ere nate raets he Sake tesles ORce oath hak EM tboseibs Sect dv iva SAsRa ete at aeacRe Ee leneyare 545 
eC aAnIG wat Eweemerctasrcc.u cats cee Meee ta Maine gfe Rameee Erk Sin soe, tet Ie One ma ee eee 16,291 6,885 
Provision for share of losses incurred by Queensbury Syndicate .......... 10,769 — 
GUSTO CTA TIGSS ve iit sce acess cc ttanctiese ss else ve aater tec as ee stak Note beans Sens sone cans (am Re See 875 — 
MISCEIENGOUIS Nhe A a laa shri ik Seek Ua Rte A ose ones omc 2000 22,624 
_ 370,052 __ 82,917 
Netiincome: TrOmypODehatlON Scares: tecssesese-cn acces an: Neanasteqenaratvaas: ues ecvera tae 53,262 52,528 
Gal OniSaiee Or MVES ten Sian sure eerie it Ec utecnias iaevas ms caecegunaeenica means mene 134,869 370,965 
ING OF BORAT OMNEX DENS © mer eeaee miei eter cs ieraceaia.. serecatccstonclcueat see eaneiee uae eee — (5,805) 
NET ANCOMIC Ore tieeVGAr mace te titan teh rile tt) Ore Be ntnc atthe Sut cee eee 188,131 417,688 
Retained OormlgSeatapecinmingiOt Gar sche fe .s.ctelee csteeaen eee eee 417,688 — 
Underwriting commissions and expenses of common share issue ............... (14,564) = 
RETaIneOLe AnAINGS TALEND hivedn ieee erent ates ey weer $591,255 $417,688 
The notes to financial statements are part of this statement. 
NOTES TO 


FINANCIAL STATEMENTS 


1. The name of the company was changed from Industrial Growth Fund Limited to Industrial Growth 
Management Limited by supplementary letters patent dated August 14, 1969. 


2. Investment in Harvey's Foods Limited: 
The investment in 8,400 second preference shares, with a par value of $1 each, of Harvey’s Foods 
Limited, and upon which the dividend rights have been waived is convertible into an aggregate of 
630,000 common shares of that company at the rate of 150,000 common shares per year. 


The investment in 390,000 Series 2 (1967) share purchase warrants and 30,000 Series 3 (1968) 
share purchase warrants of Harvey's Foods Limited entitles the holder to purchase an aggregate of 
420,000 common shares of that company at $2.50 per share on or before May:15, 1977. 


The investment in the above second preference shares and share purchase warrants is stated at 
cost of $7,637,025. There is no quoted market value for these investments, but any imputed value 
which could be placed on these investments based upon the present market value of the common 
shares is significantly below the above cost. The company does not believe that a value based on 
the present market price of the common shares represents the intrinsic value of the securities and, 
in ae absence of any other reasonable basis of valuation, believes that the investment should be 
carried at cost. 


3. 90,000 common shares were issued during the year for an aggregate cash consideration of $920,000. 


4. On June 1, 1969 the company issued $400,000 principal amount of 5% Convertible Subordinated Deben- 
tures due June 1, 1989 for a cash consideration of $400,000. These debentures are convertible at any 


time prior to redemption into common shares on the basis of one common share for each $20 of 
principal amount of debentures converted. 


ae Sinking fund requirements of the 5% subordinated debentures are $200,000 in each of the years 
ending January 31, 1990 to 2008 inclusive. 


6. Common Share Purchase Warrants: 

There were issued on January 2, 1969 to the purchasers of the 5% subordinated debentures due 
January 31, 2009 share purchase warrants entitling the holders thereof to purchase at any time an 
aggregate of 800,000 common shares of the company at a price of $10 per share as adjusted from 
time to time in accordance with the provision of a warrant indebenture made as of December 15, 
1968. The holders of these warrants are entitled to receive additional share purchase warrants in the 
event of the issuance by the company of additional non-redeemable shares of rights, obligations or 
shares convertible into non-redeemable shares; by a supplemental indenture dated May 1, 1969 this 
right was deferred until after March 26, 1969 so that no additional share purchase warrants were issued 
in respect of 60,000 common shares issued on March 26, 1969. 


The issuance of the 5% Convertible Subordinated Debentures on June 1, 1969 required the company 
to authorize the issue of Series A Warrants entitling the holders thereof to purchase at any time 
an aggregate of 14,000 common shares of the company at a price of $20 per share as adjusted from 
time to time. The issuance of 30,000 common shares on June 11, 1969 required the company to author- 
ize the issue of Series B Warrants entitling the holders thereof to purchase at any time 21,000 com- 
mon shares of the company at a price of $16.66 per share as adjusted from time to time. 


7. At January 31, 1970, 855,000 common shares were reserved for issue as follows: 


Share purchase warrants 800,000 
Series A warrants 14,000 
Series B warrants 21,000 
5% Convertible Subordinated Debentures due January 1, 1969 20,000 

855,000 


8. The company is entitled to receive, no later than May 15, 1972, share purchase warrants to purchase 
at least 100,000 common shares of Knogo Corporation (New York) at no more than $5 per share for 
a period of ten years. 


—_—_$—_—_—_—_—_—_—————_————————————————— = AUDITORS’ REPORT 


To the Shareholders of Industrial Growth Management Limited: 


We have examined the balance sheet and the statement of investments of Industrial Growth Manage- 
ment Limited as at January 31, 1970 and the statements of income and expenses and retained income 
and source and application of funds for the year then ended. Our examination included a general review 
of the accounting procedures and such tests of accounting records and other supporting evidence as 
we considered necessary in the circumstances. 


The company carries its investment in convertible preference shares and share purchase warrants of 
Harvey's Foods Limited at cost of $7,637,025. Any imputed value of these investments based on the pres- 
ent market value of the common shares of Harvey's Foods Limited (as referred to in Note 2 to the 
financial statements) is significantly below this cost and we are unable to determine the amount at 
which these investments should be carried in the financial statements. 


Subject to the foregoing qualification, in our opinion the financial statements present fairly the financial 
position of the company as at January 31, 1970 and the results of its operations and the source and appli- 
cation of its funds for the year then ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


TORONTO, ONT. PRICE WATERHOUSE & CO. 
MARCH 13, 1970 Chartered Accountants 


11 


ARI2 


Industrial Growth Management Linuted 
238 Bloor Street West 
Toronto 181, Ontario 
Telephone 921-2173 


Dear Shareholder, August 13, 1970 


Please find enclosed your company’s unaudited financial statements for the 3 month period 
ending April 30, 1970 and for the 6 month period ending July 31, 1970 along with the statements 
for the comparable periods in the prior fiscal year. The first quarter's report was delayed slightly 
because of adjustments which were required for the annual report so we are taking this oppor- 
tunity to present the financial statements for the second quarter ahead of the customary schedule. 


Net income for the 6 months ending July 31, 1970 was $79,561 or $0.24 per share versus 
$35,824 or $0.11 per share for the comparable period of the prior fiscal year. 


Below we have reviewed some recent developments in some of the companies which com- 
prise our portfolio. 


Knogo Corporation Limited 


Knogo has the exclusive Canadian, Commonwealth, and German franchise rights for the 
production and distribution of the Knogo anti-pilferage detection system. During March 
1970, the Company solu 200,000 common shares to the public to yield the Company ap- 
proximately $600,000, enabling it to proceed with its manufacturing and marketing pro- 
gram adequately financed. The Company continues to show gradual marketing success 
as the problems of pilferage in the retailing industry continue to grow and as the Knogo 
system becomes more widely known and accepted. 


Twin Richfield Oils Ltd. 


During the month of March 1970, we purchased an additional $50,000 par value Twin 
Richfield 8% convertible bonds with warrants attached. This increase in our investment 
in the company was based on our continued satisfaction with the operations plus the 
satisfactory purchase price of the bonds which had previously been sold privately to a 
small number of bondholders. In our opinion, our investment is well-secured and offers 
good growth potential. 


The continued scarcity of capital and generally high interest rates continued to plagued 
younger firms in the economy, resulting in what appears to be an increased amount of attractive 
investment opportunities being presented to IGM. We feel that this period of history will prove 
to have opened several opportunities for gains in the years ahead. 


Respectfully, 


Egon er 


R. C. WNMAURAN, 
President 
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INDUSTRIAL GROWTH MANAGEMENT LIMITED 


Interim BALANCE SHEET 


ASSETS 


Current Assets: 


Cashvandsbankedeposite ccel pts mmr cmwewn amare t ait anera iene erns a8 
SHO ten COMMenClAlmmOtG Summer era eran ae One nees n. 1,  neeeeee 
Serial debentures—amount due within one year ...........cceeeeees 
Accrued interest and dividends receivable ............cccccccccccsesesseeseeees 
Other accounts receivable, deposits and advances .................00 

Total eeurrenthasSets ise cares metic csaeneeme ees orca ates 


Investments, at cost: 
Securities with quoted market value 
(market value—1970: $1,165,692—1969: $653,443) o.. 
Securities without quoted market ValUE ............cccccccsceessssseeeeseees 
INVESTMENT PrODEKTYieseresc cote ere ent one aie once at a nee ee ee ates 


Fixed Assets, at cost: 


less accumulated depreciation of $9,435 (1969: $985) ........... 
TotaltASSCtS pk. crn tee tre srtee ate ee aie bee nee Rome Oa aay cao 


LIABILITIES 
Current Liabilities: 


ACcOUNTS*payabletandracchied sWaDUItIOS: Ramce-cs-tecsn meer ce scecere te es 
IncomertaxesspaVablegs... me eee aces rece Aeon 
Total ®currentahablltlescccemmeeesncs cecs.sccekccaaene toca teeter eet see eae rs 


5% Subordinated Sinking Fund Debentures, due January 31, 2009 .... 
5% Convertible Subordinated Debentures, due June 1, 1989 ................ 
Ha ouMortgqages Payables mrt skeen eae ci cce eee ae ene rer nee aan ane 

TOLALIADINITICS cece cote eR eee Rat ctiesacn tte atk coon Maes 


APRIL 30th 


1970 


9 9,667 
493,256 
220,000 

90,628 


38,985 


$ 852,536 


1o19,718 
12,851,0%6 
90,660 
$14,461,451 


19,278 


$15,333,265 


$ 80,869 


14,439 


$ 95,308 


4,000,000 
400,000 
16,484 


$ 4,511,792 


SHAREHOLDERS’ EQUITY 


Capital Stock: 


Authorized: 
1,000,000 7% non-cumulative non-voting preference 
shares redeemable at par value of $10 each, 
1,500,000 common shares without par value 
Issued and fully paid: 


900/000 Preference eSMareSineccatrccecsce tree eoteo rete wore 
330,000 common shares (1969: 300,000 shares) .................... 


Retained Income: 


$ 9,000,000 
1,199,910 


661,563 
$15,333,265 


1969 


S$ 924,877 
2200 Als 
240,000 
37,968 


95,5932 


$ 3,548,492 


535,000 
10,499,199 


$11,034,199 


8,533 


$14,591,224 


$ 469,030 


_—__28,163 


$ 497,193 
4,000,000 


$ 4,497,193 


$ 9,000,000 
659,910 


434,121, 
$14,591,224 


INDUSTRIAL GROWTH MANAGEMENT LIMITED 


Interim Statement of INCOME and EXPENSES 


for 3 months, ending APRIL 30th 


1970 1969 
INCOME: 
Wahdsy Lok) Geer Gomacneiies, ier aarti ethan Shonen eRe RAT oe ee Ata OER Tt RI aM Ph S TAS Smaress 
Di Vic GniclSim euceeeecact te. s see tumresaute ean cet ee can INR tet re ate, it 11 GEO 7,647 
Manageinicniit fe OS a eevee ten crac ioe ae maxed. ook ee crete aaa 10,056 12.eit 
SORMICE" TESS mace ce cet carbs. whut Man take Bean nae feck Sho Ok aie a 292 1,067 
Reg Tas) MMi Ree ee Sy een ca eR REE a aOR OES ad, GR ARS. SA eee 416 —_ 
S 96,839 S 92,264 
EXPENSES: 
Interest Onwlonde tern Geter aoa erns Mette cnc, crete ince eee 53,644 48,767 
INCOMES LAXCS) tetas sas eueerenccer craton tenant tee rac run deeen Matec ee ne 4,239 4,463 
SARL SS Soe scsenesart oe eer ae cena dees ar tein laa Bee TPE tee deen eee 8,064 5,12 
Officerand sGener alge a.s.tu chop cn ee eon ebead Feat et, Rech 9,712 3,926 
DepreclatiOny cncsacchekus Mate toni eemees atte Mareeba oct Macatee eee 3,360 440 
Legals and: audit? matt asks. c yeah to aco ciahtrreet ate ie ecw ca ett cee 8,571 — 
GUSTOdIaN TGCS anc 4, a. rctr ee nates rosea nereaa deena en aaeataacr er eaten 834 348 
MisCeotlanGOuUs saeco. ns Diack een eee eee eet aee nae, Cone neers 1,381 AA 
S 89,805 S 63,193 
Netalin come minonimODeChatlOnSmenrmaase mettre: cenmetee-eateeenr.cene set Ss) ff (0s S$ 29,071 
GainnonrsalezOisinvestimeintSmn cement ren: ic mtr nema ten een cer 63,274 — 
PIECE TEXIOEMSSS IVC! COUNTTIESION ccccsscononoonnseeneoviadunotencaccedadacas uousonadeoasene — (12,638) 
Netvincomeé, for the periods pesrun madsen niet, races tees ee S 70,308 S 16,433 
Retained Garningssat beginning Oty Yeats aeenvecstascsanes.catenm:ccnnreewer 591,255 417,688 


Retainedsearnings at enarot Denlods wre emmnts:mthonmere nema: $661,563 $434,121 


{oe We 
ya haga ee ~~ 


fN, ieee 
oes” i Pa % sie lle aie yy 
Je Ba . b : a. = 


“wd oy ay Alias Nout 
< ale Sao rs oe, oer : 


INDUSTRIAL GROWTH MANAGEMENT LIMITED 


Interim BALANCE SHEET 


ASSETS 


Current Assets: 


Cashrand bankwdeposit receipts mm emma aime aan ereeen tent 
SHOFEteKIy COMMErCIal anOte Sime aeeaty eee eee niet ee mene 
Serial debentures—amount due within one year .........cc.cccceeees 
Accrued interest and dividends receivable ...........c.cccccccsceeseesseeeesees 
Other accounts receivable, deposits and advances ................008 

Total *CUrFEN te aSSOLS wemmeretee eee eae eet eee enesia cine er tnse 


Investments, at cost: 


Securities with quoted market value 

(market value—1970: $910,178—1969: $650,715) oo... ee. 
Securities without quoted market ValUe ................00..cccccscnseensoneseees 
INVESLMENTEPrODErtY hate ents os. eek omen os rocatcsaaeceae vers esonem sade 


Fixed Assets, at cost: 


less accumulated depreciation of $10,799 (1969: $1,418) ........ 
TOtACASSOTS 2 cians eee raciances cs tenhe: pie ted Schon titer aumento are tas 


LIABILITIES 
Current Liabilities: 


Accounts payable and accrued liabilities .......0.... ee cceeeeeeees 
Income: taxes? payable e.e- ste scheme aren eae menace Accaro tee cae steerer me 
Total "currents liabilities eee eet ceed, tecce te eee 


5% Subordinated Sinking Fund Debentures, due January 31, 2009 .... 
5% Convertible Subordinated Debentures, due June 1, 1989 ................ 
11/3 o> Mortgages Payable na, acne re nen re ee eens eee ska viny cca? 

Rotah* Liabilitiese teers: weitere me eee eects cence nee een ec eeee ce 


1970 


$ 16,626 
196,556 
160,000 

29,008 
39,885 


$ 442,075 


1,869,758 
12,851,073 
88,663 


$14,809,494 


17,914 


$15,269,483 


$ IS) ois 
3,174 
$ 22,753 


4,000,000 
400,000 
16,004 

$ 4,438,757 


SHAREHOLDERS’ EQUITY 


Capital Stock: 


Authorized: 
1,000,000 7% non-cumulative non-voting preference 
shares redeemable at par value of $10 each, 
1,500,000 common shares without par value 
Issued and fully paid: 
900,000) Preference eShares tone .crtcc...ct- oF. uss0s-n--c0csonssvomnseieesteneenes 
S30000cCOmMONmShareSaercrsncttee et tee cen tater nere ese ee eee 


Retained Income: 


$ 9,000,000 
USSG 


__ 670,816 


$15,269,483 


1969 


$ 218,700 
250,000 
240,000 

46,074 
88,903 


$ 843,677 


685,000 
13,904,974 


$14,589,974 


8,100 
$15,441,751 . 


$ 426,638 
5,600 

$ 432,238 
4,000,000 
400,000 


$ 4,832,238 


$ 9,000,000 
1,159,910 


449 603 
$15,441,751 
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INDUSTRIAL GROWTH MANAGEMENT LIMITED 


Interim Statement of INCOME and EXPENSES 


INCOME: 


Interest 
DIMI Grid Sa \atntoa: aiuata te Sater ae ee my oie ore | Me OR MO gt 
ManadGinientecke CS metas: manors. cary Meee gente eee ee eee 
DEFWICET FESS. mementos orto ee ete tee hot 8 Oe. ams) eee 
PROG 0 Fes ie SNA elton aR oe ke RM. Si on ee ee ae 


EXPENSES: 


Interest onvlong: tenn debt] jeeames cn ete ac nate aa teem tees 
INCOME “taxeS Sea keg. cccnsvu ees, mee descents Meat cians cmeacaans 
Salaries? -2\.c. fisted stenantrarmena deen eae ac ME eee ae Reece ns 
Ofticewand'?gerietal wate erent eee martes re rea 
DEDFEClAllOniaye a aeetrake ce tectee pan am ee reece et antes em aetcreees 
kegali and audit xtc eee rte eee er eee ee ane eee ae 
Custodian TCS tad neck cote ta em chos Menten ean Chase neuen emma Mee 
Miscellaneous leper ii csa. serach cir sae ees cette, cote an cnc Ma. ae ees 


Net: IncomentrompoperatlonSm ne amen ocnernnme en men een nee 
GaingonesalesOneinvestmentS screenees canteen ites ee 
FIIMENNKO? GRAINS lA! COMMIMAISSIOM ccagesconm:asoaccnounn sanssneeotiosSbuadoypnemnedoooanes 

Net: income. for- thes period sinc we ees ere tone eee ence 


Retained: earnings: ab DEGINNING ONLY Car eemncerecccre ss erctei eee cena ata ecsea a 
EKS2 exckoltOlAEl! IACOMME WE scsonsouncoard oanmeccoutoycassoonnsees 1odccensyeoguaboduaeqsood 


Retained earnings at end OtqperlOd waenreat stern transceen se -cerere 


for 6 months, ending JULY 31st 


1970 


$153,890 
18,825 
PN SS 
341 
1,667 


$196,456 


109,945 
17,000 
16,480 
16,240 

OM ANS, 
8,571 
1 Do 
2,475 


1,200 


$180,169 


S 16,287 


63,274 


5) 79,561 


EN ADS) 


$670,816 


1969 


$150.411 
14.522 
Zoe 
Zoe 


S12 


WO2208 
13,200 
13,714 
10,933 

874 
600 
630 
584 


$142,808 


S 50,404 


(14,580) 
S 35,824 


417,688 
(3,909) 


$449,603 
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